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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: August 31,2015 
  
APPLICANT: Chattanooga Endoscopy Center 
 2341 McCallie Avenue, Plaza 3, Suite 303 
 Chattanooga, Tennessee 
  
 CN1506--024 

 
CONTACT PERSON: John Wellborn, Consultant 
 Development Support Group 

4219 Hillsboro Road, Suite 210 
Nashville, Tennessee 37215 

  
COST: $8,623,911 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
SUMMARY: 
The applicant, Chattanooga Endoscopy Center, currently located at 2341 McCallie Avenue Plaza 3, 
Suite 303. Chattanooga, Tennessee 37406, seeks Certificate of Need (CON) approval to relocate to 
the Riverside Business Center at 1501 Riverside Drive, Suite 117, Chattanooga, Tennessee 37406, 
and expand from three procedure rooms to five procedures rooms, with a sixth room shelled in for 
future potential expansion.  Pre and post-operative stations will also be expanded, as well as 
support spaces.  Chattanooga Endoscopy Center was formally known as Digestive Disorders 
Endoscopy Center. 
 
This project involves 17,510 square feet of space at a renovated cost of $3,464,500, or $197.86 
per square feet.   
 
Chattanooga Endoscopy Center, ASC, LLC has thirteen members.  AmSurg Corp, the majority 
member of the facility, has a 35% membership interest.  Twelve of the fifteen gastroenterologists 
share the remaining 65% interest in approximately equal percentages.  AmSurg has a 
management contract with the facility. 
 
Attachment A.4 contains an organization chart and information on Tennessee facilities owned by 
AmSurg. 
 
The total estimated project cost is $8,623,911 ($5,853,848 actual capital cost), which will be 
financed through a commercial loan from AmSurg. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
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NEED: 
The applicant’s service area includes Bradley, Hamilton, and Marion counties in Tennessee, and 
Catoosa and Walker counties in Georgia.  The 2015-2019 population projections for the counties in 
Tennessee are as follows: 
 

 2015 
Population 

2019 
Population 

% of 
Increase/ 
(Decrease) 

Bradley 104,364 108,511 4.0% 
Hamilton 349,273 354,610 1.5% 
Marion 28,652 29,125 1.7% 

Total 482,289 492,246 2.7% 
                  Tennessee Population Projections 2000-2020, June 2010 Revision, Tennessee 
                  Department of Health, Division of Health Statistics 
 
Chattanooga Endoscopy Center (CEC) has operated for seventeen years at its current location near 
Parkridge Hospital.  The facility has three procedure rooms and performs only endoscopy cases.  
CEC has increased its practice from four to fifteen gastroenterologists and is nearing capacity.  The 
applicant states it does not have the capacity for more than 66% of the cases its physicians are 
asking to perform. 
 
The newly expanded medical staff is requesting a capacity to perform 11,442 cases at CEC.  The 
capacity at the current location will allow only 7,500 cases.  CEC proposes to relocate and increase 
the number of procedure rooms to five with a sixth procedure room shelled in.  The facility will be 
located in a 17,510 square foot facility that will see an increase in preparation and recovery areas 
from its current 5 pre-op and 8 recovery stations to 11 pre-op stations and 12 recovery stations.   
 
Earlier in 2015, the applicant reports a large number of gastroenterology practices began to 
concentrate a large portion of their outpatient cases at CEC, where they have a majority (65%) 
membership in the LLC that owns the facility.  The proposed 11,442 cases these 
gastroenterologists project will exceed the current capacity of the 17 year old, three room facility. 
 
CEC states their physicians have estimated that out of the more than 20,000 outpatient 
endoscopies they are already performing annually in Chattanooga, they need to perform 11,442 
cases at CEC in 2017.  Currently, CEC’s three procedure rooms will have difficulty exceeding 2,500 
cases per room. 
 
CEC provides a chart on page 9, Supplemental 1, illustrating the historical and projected utilization 
each year, the number of cases and cases per room, the number of physicians, and average cases 
per physician. 

 
Single Specialty Endoscopy Centers in the Service Area 

Facility Operating 
Rooms 

Cases Cases per 
OR 

Procedure 
Rooms 

Cases Cases 
per 

Room 
Digestive Disorders Endoscopy Center 0 0 0 2 2,332 1,166 

                       Source:  Joint Annual Report of Ambulatory Surgical Treatment Centers 2014, Tennessee 
Department of Health Division of Health Statistics 

 
The applicant is the only single specialty ASTC dedicated to endoscopy cases in the service area.  
In 2014, Digestive Disorders Endoscopy Center performed 1,166 cases per room. 
 
This proposed facility would create the largest gastroenterology facility in this region of Tennessee, 
which offers economies of scale that will permit quality-controlled outcomes.  The applicant 
believes this type facility is needed in a healthcare economy where payors and patients are seeking 



__________________________________________________________________________________________________ 
DOH/PPA/…CON#1506-024                                                                          Chattanooga Endoscopy Center 
                                                                                                        Ambulatory Surgical Treatment Center 
                                                                                                            Construction, Renovation, Expansion, and 
                                                                                                          Replacement of Health Care Institutions 

- 3 - 

changes. 
 
CEC now has five new medical staff who have been owners and practitioners until recently at 
Associates of Memorial/Mission Outpatient Surgery Center that is now owned by Memorial Hospital.  
There is an orderly relocation of most of the outpatient endoscopy cases to other outpatient 
facilities.  AmSurg and CEC have committed to provide a location for 15 of its gastroenterologists’ 
cases going forward. 
 
Currently there are 3 multi-specialty ASTCs in the service area that provide endoscopy services. 
 
Service Area Multispecialty Ambulatory Surgical Centers Performing Endoscopies 

Facility Operating 
Rooms 

Cases Cases per 
OR 

Procedure 
Rooms 

Cases Cases 
per 

Room 
Physicians Surgery Center of Chatt. 4 2,356 589 2 1,028 514 
The Surgery Center of Cleveland 2 5,000 2,500 1 350 175 
Associates of Memorial/Mission  4 4,940 1,235 3 6,417 2,139 

Total 10 12,296 1,230 6 7,795 1,299 
                       Source:  Joint Annual Report of Ambulatory Surgical Treatment Centers 2014, Tennessee 

Department of Health Division of Health Statistics 
 
Note to Agency Members:  Digestive Disorders Center Endoscopy changed their name to 
Chattanooga Endoscopy Center on Jun 1, 2015.  In addition, a third procedure room was added in 
2015. 
 
Digestive Disorders Endoscopy Center submitted a correction to their 2014 Joint Annual Report on 
June 22, 2015 changing the total number of cases reported from 2,173 to 2,332. 
 
As of June 29, 2015, Associates of Memorial/Mission Outpatient Surgery Center became a hospital 
outpatient department of CHI Memorial Hospital. 
 
The total number of cases performed in the service area by the three facilities above is 22,423, or 
1,246 cases per room. 
 
Service area multispecialty ASTCs performed the following endoscopy cases in 2014: 
 

Facility Endoscopy Cases 

Physicians Surgery 
Center of Chatt. 

552 

The Surgery Center of 
Cleveland 

2,005 

Associates of 
Memorial/Mission  

6,417 

 8,974 
                       Source:  Joint Annual Report of Ambulatory Surgical Treatment Centers 2014, Tennessee 

Department of Health Division of Health Statistics 
 

CEC projects 11,442 and 11,542 cases in 2017 and 2018 t the new location. 
 
TENNCARE/MEDICARE ACCESS: 
CEC participates in the Medicare and TennCare programs.  The applicant contracts with United 
Healthcare Community Plane, BlueCare, TennCare Select, and Georgia Medicaid.  CEC has a 
contract request pending with AmeriGroup. 
 



__________________________________________________________________________________________________ 
DOH/PPA/…CON#1506-024                                                                          Chattanooga Endoscopy Center 
                                                                                                        Ambulatory Surgical Treatment Center 
                                                                                                            Construction, Renovation, Expansion, and 
                                                                                                          Replacement of Health Care Institutions 

- 4 - 

Gross revenues from Medicare are projected to be $6,939,232 or 32% of total gross revenues and 
projected Medicaid gross revenues of $1,084,255 or 5% of total gross revenues in year one.  
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Costs Chart is located on page 47 of the application.  

The total project cost is $8,623,911. 
 

 
Historical Data Chart: The Historical Data Chart is located on page 51 of the application.  
The applicant reported 2,280, 2,363, and 2,332 cases (amended) in years 2012, 2013, and 
2014, with net operating revenues of $303,414, $195,801, and $99,388. 
 
 
Projected Data Chart: The Projected Data Chart is located in Supplemental 1, on page 
52R.  CEC projects 11,442 and 11,542 in years one and two, with net operating revenues of 
$767,919 and $781,079 each year, respectively. 

 
The applicant provided the average charges, deductions, net charge, and net operating income 
below. 
 

 CY2017 CY2018 

Cases 11,442 11,542 

Average Gross Charge Per Case $1,895 $1,914 

Average Deduction Per Case $1,353 $1,366 

Average Net Charge $542 $548 

Average Net Charge Per Case $160 $160 

 
CEC is the only dedicated endoscopy ASTC in the service area.  As a result, CEC compared their 
charges with Nashville and Knoxville endoscopy centers on page 55R in Supplemental 1.  The most 
frequent procedure surgical procedures and average gross charges are located on page 56 of the 
applications. 
 
The applicant investigated expanding at their current location but there was not space available. 
Memorial Health System invited the applicant to consider leasing the space now occupied by 
Memorial/Mission ASTC, and a second space on their campus; but neither space was appropriately 
sized and the cost of the lease was prohibitively high. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
The applicant has transfer agreements with TriStar Parkridge Medical Center and Memorial Health 
System. 
 
CEC believes this project will be beneficial to the healthcare system.  Patients will have easier 
access with adequate parking and to the endoscopy center.  Costs for the healthcare system and 
consumer will be lowered by moving cases from a hospital setter to an ASTC setting. 
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The applicant projects that the first year in the new location they will perform 11,442 cases; most 
of which will come from the cases performed at Associates of Memorial/Mission ASTC.  Some cases 
will also be relocated from Memorial Healthcare System. 
 
CEC currently has 17.0 FTEs, and by year one of the will have 30.0 FTEs.  They provide a listing of 
the current and projected staffing on page 62 of the application. 
 
The applicant is licensed by the Tennessee Department of Health, Board of Licensing Healthcare 
Facilities, and accredited by the American Association for Ambulatory Healthcare (AAAHC). 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

AMBULATORY SURGICAL TREATMENT CENTERS 
 

Determination of Need 
 

1. Need. The minimum numbers of 884 Cases per Operating Room and 1,867 Cases per 
Procedure Room are to be considered as baseline numbers for purposes of determining 
Need.  An applicant should demonstrate the ability to perform a minimum of 884 Cases per 
Operating Room and/or 1,867 Cases per Procedure Room per year, except that an 
applicant may provide information on its projected case types and its assumptions of 
estimated average time and clean up and preparation time per Case if this information 
differs significantly from the above-stated assumptions. It is recognized that an ASTC may 
provide a variety of services/Cases and that as a result the estimated average time and 
clean up and preparation time for such services/Cases may not meet the minimum 
numbers set forth herein. It is also recognized that an applicant applying for an ASTC 
Operating Room(s) may apply for a Procedure Room, although the anticipated utilization of 
that Procedure Room may not meet the base guidelines contained here.  Specific 
reasoning and explanation for the inclusion in a CON application of such a Procedure Room 
must be provided. An applicant that desires to limit its Cases to specific type or types 
should apply for a Specialty ASTC. 

 
The endoscopic cases to be performed in this proposed facility will average 2,228 cases 
per room, with five rooms. 
 

2. Need and Economic Efficiencies. An applicant must estimate the projected surgical 
hours to be utilized per year for two years based on the types of surgeries to be 
performed, including the preparation time between surgeries. Detailed support for 
estimates must be provided. 
 
AmSurg has extensive experience operating and managing ASTCs and operates the 
nation’s largest system of ASTCs.  The average time for an endoscopy is 25 minutes and 
average turnaround/cleanup is 10 minutes in years one and two. 

 
3. Need; Economic Efficiencies; Access. To determine current utilization and need, an 

applicant should take into account both the availability and utilization of either:  all existing 
outpatient Operating Rooms and Procedure Rooms in a Service Area, including physician 
office based surgery rooms (when those data are officially reported and available) OR, all 
existing comparable outpatient Operating Rooms and Procedure Rooms based on the type 
of Cases to be performed. Additionally, applications should provide similar information on 
the availability of nearby out-of-state existing outpatient Operating Rooms and Procedure 
Rooms, if that data are available, and provide the source of that data. Unstaffed dedicated 
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outpatient Operating Rooms and unstaffed dedicated outpatient Procedure Rooms are 
considered available for ambulatory surgery and are to be included in the inventory and in 
the measure of capacity. 

 
Single Specialty Endoscopy Centers in the Service Area 

Facility Operating 
Rooms 

Cases Cases per 
OR 

Procedure 
Rooms 

Cases Cases 
per 

Room 
Digestive Disorders Endoscopy Center 0 0 0 2 2,332 1,166 

                       Source:  Joint Annual Report of Ambulatory Surgical Treatment Centers 2014, Tennessee 
Department of Health Division of Health Statistics 

 
Currently there are 3 multi-specialty ASTCs in the service area that provide endoscopy services. 
 
Service Area Multispecialty Ambulatory Surgical Centers Performing Endoscopies 

Facility Operating 
Rooms 

Cases Cases per 
OR 

Procedure 
Rooms 

Cases Cases 
per 

Room 
Physicians Surgery Center of Chatt. 4 2,356 589 2 1,028 514 
The Surgery Center of Cleveland 2 5,000 2,500 1 350 175 
Associates of Memorial/Mission  4 4,940 1,235 3 6,417 2,139 

Total 10 12,296 1,230 6 7,795 1,299 
                       Source:  Joint Annual Report of Ambulatory Surgical Treatment Centers 2014, Tennessee 

Department of Health Division of Health Statistics 
 
The applicant is the only single specialty ASTC dedicated to endoscopy cases in the service area.  
In 2014, Digestive Disorders Endoscopy Center performed 1,166 cases per room. 
 

4. Need and Economic Efficiencies. An applicant must document the potential impact that 
the proposed new ASTC would have upon the existing service providers and their referral 
patterns. A CON application to establish an ASTC or to expand existing services of an ASTC 
should not be approved unless the existing ambulatory surgical services that provide 
comparable services regarding the types of Cases performed, if those services are known 
and relevant, within the applicant’s proposed Service Area or within the applicant’s facility 
are demonstrated to be currently utilized at 70% or above. 

 
Single Specialty Endoscopy Centers in the Service Area 

Facility Operating 
Rooms 

Cases Cases per 
OR 

Procedure 
Rooms 

Cases Cases 
per 

Room 
Digestive Disorders Endoscopy Center 0 0 0 2 2,332 1,166 

                       Source:  Joint Annual Report of Ambulatory Surgical Treatment Centers 2014, Tennessee 
Department of Health Division of Health Statistics 

 
Currently there are 3 multi-specialty ASTCs in the service area that provide endoscopy services. 
 
Service Area Multispecialty Ambulatory Surgical Centers Performing Endoscopies 

Facility Operating 
Rooms 

Cases Cases per 
OR 

Procedure 
Rooms 

Cases Cases 
per 

Room 
Physicians Surgery Center of Chatt. 4 2,356 589 2 1,028 514 
The Surgery Center of Cleveland 2 5,000 2,500 1 350 175 
Associates of Memorial/Mission  4 4,940 1,235 3 6,417 2,139 

Total 10 12,296 1,230 6 7,795 1,299 
                       Source:  Joint Annual Report of Ambulatory Surgical Treatment Centers 2014, Tennessee 

Department of Health Division of Health Statistics 
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5. Need and Economic Efficiencies. An application for a Specialty ASTC should present 
its projections for the total number of cases based on its own calculations for the projected 
length of time per type of case, and shall provide any local, regional, or national data in 
support of its methodology. An applicant for a Specialty ASTC should provide its own 
definitions of the surgeries and/or procedures that will be performed and whether the 
Surgical Cases will be performed in an Operating Room or a Procedure Room.  An 
applicant for a Specialty ASTC must document the potential impact that the proposed new 
ASTC would have upon the existing service providers and their referral patterns. A CON 
proposal to establish a Specialty ASTC or to expand existing services of a Specialty ASTC 
shall not be approved unless the existing ambulatory surgical services that provide 
comparable services regarding the types of Cases performed within the applicant’s 
proposed Service Area or within the applicant’s facility are demonstrated to be currently 
utilized at 70% or above. An applicant that is granted a CON for a Specialty ASTC shall 
have the specialty or limitation placed on the CON. 
 
The applicant will perform only outpatient gastroenterology cases, and only in procedure 
rooms.  The average time for an endoscopy is 25 minutes and average turnaround/cleanup 
is 10 minutes in years one and two. 

 
  

Other Standards and Criteria 
 
6. Access to ASTCs. The majority of the population in a Service Area should reside within 
60 minutes average driving time to the facility. 
 
The applicant complies with this criterion. 
 
7. Access to ASTCs. An applicant should provide information regarding the relationship 
of an existing or proposed ASTC site to public transportation routes if that information is 
available. 
 
The applicant complies with this criterion. 
 
8. Access to ASTCs. An application to establish an ambulatory surgical treatment center 
or to expand existing services of an ambulatory surgical treatment center must project the 
origin of potential patients by percentage and county of residence and, if such data are 
readily available, by zip code, and must note where they are currently being served. 
Demographics of the Service Area should be included, including the anticipated provision 
of services to out-of-state patients, as well as the identity of other service providers both 
in and out of state and the source of out-of-state data. Applicants shall document all other 
provider alternatives available in the Service Area. All assumptions, including the specific 
methodology by which utilization is projected, must be clearly stated. 
 
The applicant is the only single specialty ASTC dedicated to endoscopy cases in the service 
area.  In 2014, Digestive Disorders Endoscopy Center performed 1,166 cases per room. 

 
The applicant’s service area is Hamilton, Bradley, and Marion counties in Tennessee, and 
Walker and Catoosa counties in Georgia.  The applicant complies with these criteria.  

 
9. Access and Economic Efficiencies. An application to establish an ambulatory 
surgical treatment center or to expand existing services of an ambulatory surgical 
treatment center must project patient utilization for each of the first eight quarters 
following completion of the project. All assumptions, including the specific methodology by 
which utilization is projected, must be clearly stated. 
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The applicant is the only single specialty ASTC dedicated to endoscopy cases in the service 
area.  In 2014, Digestive Disorders Endoscopy Center performed 1,166 cases per room. 
 
The year one and two utilization is projected to be 11,442 and 11,542 cases, each year 
respectively.   
 
The applicant projects in year one, Q1-2860 cases, Q2-2860, Q3-2861 cases and Q4-2861 
cases.  In year two, the applicant projects Q1-2885 cases, Q2-2885 cases, Q3-2885 cases 
and Q4-2885 cases. 

  
10. Patient Safety and Quality of Care; Health Care Workforce. 
a. An applicant should be or agree to become accredited by any accrediting organization 
approved by the Centers for Medicare and Medicaid Services, such as the Joint 
Commission, the Accreditation Association of Ambulatory Health Care, the American 
Association for Accreditation of Ambulatory Surgical Facilities, or other nationally 
recognized accrediting organization. 
 
The applicant is already AAAHC accredited and will remain so. 
 
b. An applicant should estimate the number of physicians by specialty that are expected to 
utilize the facility and the criteria to be used by the facility in extending surgical and 
anesthesia privileges to medical personnel. An applicant should provide documentation on 
the availability of appropriate and qualified staff that will provide ancillary support services, 
whether on- or off-site. 
 
The medical staff consists of Gastroenterologists, 15 Board Certified in Internal Medicine 
and Gastroenterology.   Attachment C-Need—1.A. contains documentation of appropriate 
anesthesiology coverage. 
 
11. Access to ASTCs. In light of Rule 0720-11.01, this lists the factors concerning need 
on which an application may be evaluated, and Principle No. 2 in the State Health Plan, 
“Every citizen should have reasonable access to health care,” the HSDA may decide to give 
special consideration to an applicant: 
 
a. Who is offering the service in a medically underserved area as designated by the United 
States Health Resources and Services Administration. 
 
All five counties in the applicant’s service area are MUA. 
 
b. Who is a “safety net hospital” or a “children’s hospital” as defined by the Bureau of 
TennCare Essential Access Hospital payment program; 
 
Not applicable. 
 
c. Who provides a written commitment of intention to contract with at least one TennCare 
MCO and, if providing adult services, to participate in the Medicare program; or 
 
The applicant contracts with United Healthcare Community Plane, BlueCare, TennCare 
Select, and Georgia Medicaid.  CEC has a contract request pending with AmeriGroup. 

 
d. Who is proposing to use the ASTC for patients that typically require longer preparation 
and scanning times? The applicant shall provide in its application information supporting 
the additional time required per Case and the impact on the need standard. 
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CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT 
OF 

HEALTH CARE INSTITUTIONS 
 
1. Any project that includes the addition of beds, services, or medical equipment will be 

reviewed under the standards for those specific activities. 
 
 Not applicable. 
 
2. For relocation or replacement of an existing licensed health care institution: 
 
 a. The applicant should provide plans which include costs for both renovation and 

relocation, demonstrating the strengths and weaknesses of each alternative. 
  
  Expansion is not possible at the current site.   
 
 b. The applicant should demonstrate that there is an acceptable existing or projected 

future demand for the proposed project. 
 
  The newly expanded medical staff is requesting a capacity to perform 11,442 cases at 

CEC.  The capacity at the current location will allow only 7,500 cases.  CEC proposes to 
relocate and increase the number of procedure rooms to five with a sixth procedure 
room shelled in.  CEC now has five new medical staff who have been owners and 
practitioners until recently at Associates of Memorial/Mission Outpatient Surgery Center 
that is now owned by Memorial Hospital.  There is an orderly relocation of most of the 
outpatient endoscopy cases to other outpatient facilities.   

 
 For renovation or expansions of an existing licensed health care institution: 
 
 a. The applicant should demonstrate that there is an acceptable existing demand for the 

proposed project. 
 
 b. The applicant should demonstrate that the existing physical plant’s condition warrants 

major renovation or expansion. 
 
 Not applicable. 
  


